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OATH OR AFFIRMATION

, swear (or affirm) that, to the best of my knowledge and belief the

accompanying financial statement and supporting schedules pertaining to the firm of =~ TONG YANG ESAE
CAPITAL MARKETS, LLC, as of _ December 31st

,20 12, are true and correct. [

further swear (or affirm) that neither the company nor any partner, proprietor, principal officer or director has

any proprietary interest in any account classified solely as that of a customer, except as follows:
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Facing Page.
Statement of Financial Condition.
Statement of Income (Loss).

Statement of Changes in Financial Condition.
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Statement of Changes in Stockholders’ Equity or Partners’ or Sole Proprietors’ Capital.

Statement of Changes in Liabilities Subordinated to Claims of Creditors.

Computation of Net Capital.

Computation for Determination of Reserve Requirements Pursuant to Rule 15¢3-3.

Information Relating to the Possession or Control Requirements Under Rule 15¢3-3.

A Reconciliation, including appropriate explanation of the Computation of Net Capital Under Rule 15¢3-1 and the

Computation for Determination of the Reserve Requirements Under Exhibit A of Rule 15¢3-3.

A Reconciliation between the audited and unaudited Statements of Financial Condition with respect to methods of

consolidation.
An Oath or Affirmation.
A copy of the SIPC Supplemental Report.

A report describing any material inadequacies found to exist or found to have existed since the date of the previous audit.

**Eor conditions of confidential treatment of certain portions of this filing, see section 240.17a-5(e)(3).
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DE JOYA GRIFFITH

Cartified Public Accountants and Consuitants

REPORT OF INDEPENDENT REGISTERED PUBLIC ACCOUNTING FIRM

To the Members
Tong Yang Esae Capital Markets, LLC

We have audited the accompanying balance sheets of Tong Yang Esae Capital Markets, LLC as of
December 31, 2012 and 2011 and the related statements of operations, members’ equity and cash flows
for the years then ended. These financial statements are the responsibility of the Company’s management.
Our responsibility is to express an opinion on these financial statements based on our audits.

We conducted our audits in accordance with the standards of the Public Company Accounting Oversight
Board (United States). Those standards require that we plan and perform the audits to obtain reasonable
assurance about whether the financial statements are free of material misstatement. The company is not
required to have, nor were we engaged to perform, an audit of its internal control over financial reporting.
Our audits included consideration of internal control over financial reporting as a basis for designing audit
procedures that are appropriate in the circumstances, but not for the purpose of expressing an opinion on
the effectiveness of the company’s internal control over financial reporting. Accordingly, we express no
such opinion. An audit also includes examining, on a test basis, evidence supporting the amounts and
disclosures in the financial statements, assessing the accounting principles used and significant estimates
made by management, as well as evaluating the overall financial statement presentation. We believe that
our audits provide a reasonable basis for our opinion.

In our opinion, the financial statements referred to above present fairly, in all material respects, the
financial position of Tong Yang Esae Capital Markets, LLC as of December 31, 2012 and 2011 and the
results of its operations and cash flows for the years then ended in conformity with accounting principles
generally accepted in the United States of America.

Our audit was conducted for the purpose of forming an opinion on the basic financial statements taken as
a whole. The information contained in schedules I through IV is presented for the purposes of additional
analysis and is not a required part of the basic financial statements, but is supplementary information
required by rule 17a-5 of the Securities and Exchange Commission. Such information has been subjected
to the auditing procedures applied in the audit of the basic financial statements and, in our opinion, is
fairly stated, in all material respects, in relation to the basic financial statements taken as a whole.

P«&W &W,(,, Lo

De Joya Griffith, LLC
Henderson, Nevada
February 25, 2013

Corporate Headquarters:
De Joya Griftith, LLC
2580 Anthem Village Drive, Henderson, NV 89052 Phone: (702) 563-1600 Fax: (702) 920-8049



TONG YANG ESAE CAPITAL MARKETS, LLC

BALANCE SHEETS
(AUDITED)
ASSETS
As of December 31,
2012 2011

Current assets

Cash $ 128,497 $ 20,430

Accounts receivable 200,000 -

Other receivable 871 -

Deposits 5 5

Total current assets 329,373 20,435
Total assets ] $ 329,373 $ 20,435
LIABILITIES AND MEMBERS' EQUITY

Current liabilities

Accounts payable and accrued liabilities $ 2,001 $ 3,626

Total current liabilities 2,001 3,626

Total liabilities 2,001 3,626
Members' equity

Total members' equity 327,372 16,809
Total liabilities and members' equity $ 329,373 $ 20,435

See Accompanying Notes to Financial Statements.
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TONG YANG ESAE CAPITAL MARKETS, LLC
STATEMENTS OF OPERATIONS
(AUDITED)

For the Year For the Year
Ended Ended
December 31, 2012 December 31, 2011

Revenues
Fee income $ 465,000 $ 137,000
Operating expenses
Compensation 274,966 69,471
General and administrative 69,389 64,142
Rent 33,000 33,000
Professional fees 27,000 84,000
Total operating expenses 404,355 250,613

Other income (expense)

Interest income 63 102
Interest expense (145) -
Realized gain on securities - 51,629
Dividend income -- 1,979
Total other income (expense) (82) 53,710

Net income (loss) $ 60,563 $ (59,903)

Earnings per average membership units $ 1.21 3 (1.20)
Average membership units outstanding 50,000 50,000

See Accompanying Notes to Financial Statements.
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TONG YANG ESAE CAPITAL MARKETS, LLC
STATEMENT OF MEMBERS' EQUITY

(AUDITED)
Accumulated Total
Members' Other Comprehensive Members'
Units Equity Income Equity
Balance, December 31, 2010 $ 50,000 $ 144,998 $ 50,884 $ 195,882
Member distributions - (68,286) - (68,286)
Net loss - (59,903) - (59,903)
Change in unrealized gain on marketable securities -~ - (50,884) (50,884)
Balance, December 31, 2011 50,000 16,809 - 16,809
Member contributions - 250,000 - 250,000
Net income - 60,563 - 60,563
Balance, December 31, 2012 50,000 $ 327,372 $ -~ $ 327,372

See Accompanying Notes to Financial Statements.
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TONG YANG ESAE CAPITAL MARKETS, LLC
- STATEMENTS OF CASH FLOWS

(AUDITED)

Cash flows from operating activities:
Net income (loss)
Adjustments to reconcile net income (loss) to net cash
used by operating activities:
(Gain) on sale of marketable securities
Changes in operating assets and liabilities:

(Increase) decrease in accounts receivable and other receivables

Decrease in deposits
(Decrease) in accounts payable and accrued liabilities

Net cash used by operating activities

Cash flows from investing activities:
Proceeds from sale of marketable securities

Net cash provided by investing activities
Cash flows from financing activities:
Member contributions
Member distributions
Net cash provided by (used in) financing activities
Net change in cash
Cash, beginning of year

Cash, end of year

For the Year For the Year
Ended Ended
December 31, 2012 December 31, 2011
$ 60,563 $ (59,903)

-- (51,629)
(200,871) 39,186
- 4,000
(1,625) (771)
(141,933) (69,117)
-- 141,124
- 141,124
250,000 --
-- (68,286)
250,000 (68,286)
108,067 3,721
20,430 16,709
$ 128,497 $ 20,430

See Accompanying Notes to Financial Statements.



TONG YANG ESAE CAPITAL MARKETS. LLC
NOTES TO FINANCIAL STATEMENTS
AUDITED

NOTE 1 - ORGANIZATION

Esae Capital Partners, LLC, a Delaware Limited Liability Company, was formed on October 21, 2008 in
the State of Delaware and was granted its registration as a broker-dealer in securities under the Securities
Exchange Act of 1934 in October 2009, with Financial Industry Regulatory Authority (FINRA).

On August 2, 2011, Esae Capital Partners, LLC closed a transaction to sell 100% of its membership
interests to TONGYANG Securities, Inc. (“TYS”), a Corporation organized under the laws of the
Republic of Korea, and its legal name was changed to TONGYANG Esae Capital Markets, LLC (the
“Company”). The Company is managed by TYS and TYS owns 100% of the membership interest in the
Company and is the sole member. Previously, the Company was managed by Esae Management Group,
LLC (“EMG”), a Delaware Limited Liability Company, which owned 100% of the membership interests
of the Company and was the sole managing member.

On May 7, 2012, the Company received $250,000 in exchange for issuing 39.79% of the issued and
outstanding membership interests to TONGYANG Securities Hong Kong Limited (“TYHKL”) a fully
owned subsidiary of TONGYANG Securities, Inc (“TYS”).

In connection with its activities as a broker-dealer, the Company does not hold funds or securities for

customers, and does not intend to execute or clear customer transactions. Accordingly, it is exempt from
provisions of SEC Rule 15¢3-3 relating to the physical possession or control of such funds or securities.

NOTE 2 - SUMMARY OF SIGNIFICANT ACCOUNTING POLICIES

Accounting Basis of Presentation:

These financial statements are prepared on the accrual basis of accounting in conformity with accounting
principles generally accepted in the United States of America.

Definition of Fiscal Year:

The Company’s fiscal year-end is December 31.

Use of Estimates:

The preparation of financial statements in conformity with generally accepted accounting principles
requires management to make estimates and assumptions that affect the reported amounts of assets and
liabilities and disclosures of contingent assets and liabilities at the date of the financial statements and the
reported amounts of revenue and expense during the reported period. Actual resuits could differ from

these estimates.

Cash and Cash Equivalents:

Cash and cash equivalents are on deposit with financial institutions without restrictions. Cash equivalents
consist of highly liquid investments with maturities of three months or less from the date of acquisition.



TONG YANG ESAE CAPITAL MARKETS, LLC
NOTES TO FINANCIAL STATEMENTS

AUDITED
NOTE 2 - SUMMARY OF SIGNIFICANT ACCOUNTING POLICIES — Cont’d

Fair Value Accounting for Investments in Marketable Securities:

As required by the Fair Value Measurements and Disclosures Topic of the FASB ASC (“ASC 820-107),
fair value is measured based on a three-tier fair value hierarchy, which prioritizes the inputs used in
measuring fair value as follows: (Level 1) observable inputs such as quoted prices in active markets;
(Level 2) inputs, other than the quoted prices in active markets, that are observable either directly or
indirectly; and (Level 3) unobservable inputs in which there is little or no market data, which require the
reporting entity to develop its own assumptions.

The carrying value of the Company's financial assets and liabilities which consist of cash, marketable
securities, accounts payable and accrued liabilities are valued using level 1 inputs. The Company
believes that the recorded values approximate their fair value due to the short maturity of such
instruments. Unless otherwise noted, it is management's opinion that the Company is not exposed to
significant interest, exchange or credit risks arising from these financial instruments.

Revenue Recognition:

The Company recognizes revenue only when the price is fixed or determinable, persuasive evidence of an
arrangement exists, the service is performed and collectability of the related fee is reasonably assured.

Accounts Receivable:

Accounts receivable is comprised of uncollateralized customer obligations due under normal trade terms
requiring payment within 30 days from the invoice date. The carrying amount of accounts receivable is
reviewed periodically for collectability. If management determines that collection is unlikely, an
allowance that reflects management’s best estimate of the amounts that will not be collected is recorded.
Management reviews each accounts receivable balance that exceeds 30 days from the invoice date and,
based on an assessment of creditworthiness, estimates the portion, if any, of the balance that will not be
collected. As of December 31, 2012 and 2011, the Company had not recorded a reserve for doubtful
accounts.

Concentrations of Credit Risk:

Credit risk represents the accounting loss that would be recognized at the reporting date if counter parties
failed completely to perform as contracted. Concentrations of credit risk (whether on or off balance
sheet) that arise from financial instruments exist for groups of customers or counter parties when they
have similar economic characteristics that would cause their ability to meet contractual obligations to be
similarly affected by changes in economic or other conditions described below.

Financial instruments that potentially subject the Company to significant concentration of credit risk
consist primarily of cash and, cash equivalents, and accounts receivable. The primary focus of the
Company’s investment strategy is to preserve capital and meet liquidity requirements. The Company’s
investment policy addresses the level of credit exposure by limiting the concentration in any one
corporate issuer or sector. To manage the risk exposure, the Company maintains its portfolio of cash and
cash equivalents and short-term and long-term investments.



TONG YANG ESAE CAPITAL MARKETS, LLC
NOTES TO FINANCIAL STATEMENTS

AUDITED
NOTE 2 - SUMMARY OF SIGNIFICANT ACCOUNTING POLICIES - Cont’d
Income Taxes:

The Company is a limited liability company and as a result is a “disregarded entity” for U.S. Federal,
state and local income tax purposes by default. All earnings and profits are passed through to the
members and are taxed based on their status. Accordingly, no provision for income taxes is made in the
financial statements.

Marketable Securities:

Marketable securities are held for an indefinite period of time and thus are classified as available-for-sale
securities. Realized investment gains and losses are included in the statement of operations, as are
provisions for other than temporary declines in the market value of available for-sale-
securities. Unrealized gains and unrealized losses deemed to be temporary are excluded from earnings as
a component of other comprehensive income. Factors considered in judging whether an impairment is
other than temporary include the financial condition, business prospects and creditworthiness of the
issuer, the length of time that fair value has been less than cost, the relative amount of decline, and the
Company’s ability and intent to hold the investment until the fair value recovers.

NOTE 3 - MEMBER’S EQUITY

During the year ended December 31, 2012, TYHKL contributed capital of $250,000 in exchange for
39.79% of the issued and outstanding membership interests.

During the year ended December 31, 2011, the sole member did not contribute any new capital and took
distributions of $68,286.

NOTE 4 - COMMITMENTS
There were no new commitments or obligations undertaken by the Company in 2012.

On January 4, 2011, the Company entered into a sub-lease agreement with Tong Yang America, Inc. to
rent a section of office space in New York City. The lease commenced on January 1 and ends upon 30
days written notice by either party. The total payments under the sub-lease agreement were $33,000 for
the year ended December 31, 2011 and 2012.

NOTE 5 - OTHER AGREEMENTS

On April, 11, 2011 the Company entered into an employment agreement with its Manager for $350,000 to
be paid annually. The Manager has the authority to reduce his salary if the company does not reach
desired profitability. During the years ending December 31, 2011 and 2012, the Company paid a salary
of $1,000 and $87,500, respectively. This salary was considered payment in full by mutual agreement
between the company and its manager. The salary waived for the years ending December 31, 2011 and
2012 was $252,150 and $262,500, respectively. No future remuneration is expected for the waived

salary.



TONG YANG ESAE CAPITAL MARKETS, LLC
NOTES TO FINANCIAL STATEMENTS

(AUDITED)

NOTE 6 - NET CAPITAL REQUIREMENTS

The Company, as a registered broker-dealer in securities, is subject to the Securities and Exchange
Commission Uniform Net Capital Rule (Rule 15¢3-1), which requires the maintenance of minimum net
capital, as defined, of no less than the greater of $5,000 or 5% of aggregate indebtedness and a maximum
ratio aggregate indebtedness to net capital of 12-to-1. Also in accordance with the Securities and
Exchange Commission Uniform Net Capital Rule 17a-11, the Company must maintain 120% of its
minimum net capital requirement. At December 31, 2012, the Company has net capital, as defined, of
$126,496, which was in excess of its required net capital by $121,496. The Company’s ratio of aggregate
indebtedness to net capital at December 31, 2012 was .016 to 1 (see Schedule I in supplemental
information).



TONG YANG ESAE CAPITAL MARKETS, LLC
Supplemental Information to Financial Statements

The audit has been made primarily for the purpose of expressing an opinion on the basic financial
statements taken as a whole. The following supporting schedules, although not considered necessary for
a fair presentation of the financial condition, changes in member’s equity, and income in conformity with
U. S. generally accepted accounting principles, are presented for supplementary analysis purposes, and
have been subjected to the audit procedures applied in the audit of the basic financial statements. The
following schedules and statements pertain to the Company's reporting responsibilities to the Securities
and Exchange Commission [SEC] and the Financial Industry Regulatory Authority [FINRA].



TONG YANG ESAE CAPITAL MARKETS, LLC
Supplemental Information to Financial Statements

TONG YANG ESAE CAPITAL MARKETS, LLC

SCHEDULE I - COMPUTATION OF NET CAPITAL FOR BROKERS AND

DEALERS
December 31, 2012

Total member’s equity qualified for net capital
Additions
Total

Deductions
Deposits

Uncollateralized receivables

Net capital before haircuts
15¢3-1(f) haircuts on securities at 15%

Net Capital
Minimum net capital required
Excess capital

Minimum net capital at 120%

Total aggregate indebtedness included
in statement of financial condition

Ratio of aggregate indebtedness to net capital

$ 327,372

327,372

5

200,871

126,496

$ 126,496

5,000

$ 121,496
$ 6,000
$ 2,001
.016to 1



TONG YANG ESAE CAPITAL MARKETS, LLC
Supplemental Information to Financial Statements

TONG YANG ESAE CAPITAL MARKETS, LLC

SCHEDULE II — Determination of Reserve Requirements Under Rule 15¢3-3 of the Securities and

Exchange Commission
December 31, 2012

The Company is exempt from the Reserve Requirement of computation according to the provision of
Rule 15¢-3-3(K)(2)().

SCHEDULE III - Information Relating to Possession or Control Requirements under Rule 15¢3-3
December 31, 2012

The Company is exempt from the Rule 15¢3-3 as it relates to possession and Control requirements under
the (k)(2)(i) exemptive provision.

SCHEDULE IV - Reconciliation of Net Capital Pursuant to Rule 17a-5(d)(4)

December 31, 2012

The following is a reconciliation, as of December 31, 2012 of the above net capital computation with the
Company’s corresponding unaudited computation pursuant to Rule 17a-5(d)(4).

Unaudited $ 126,496
Audit Adjustments:
None -

Audited $ 126,496



DE JOYA GRIFFITH

Certifled Public Accountants and Consultants

Independent Registered Public Accounting Firm Report
On Internal Accounting Controls Required by SEC Rule 17a-5

To the Members
Tong Yang Esae Capital Markets, LLC

In planning and performing our audits of the financial statements and supplemental schedules of Tong Yang
Esae Capital Markets, LLC for the years ended December 31, 2012 and 2011, we considered its internal
control, including control activities for safeguarding securities, in order to determine our auditing procedures
for the purpose of expressing our opinion on the financial statements and not to provide assurance on the
internal control.

Also, as required by Rule 17a-5(g)(1) of the Securities and Exchange Commission (SEC), we have made a
study of the practices and procedures followed by Tong Yang Esae Capital Markets, LLC, including test of
compliance with such practices and procedures that we considered relevant to the objectives stated in Rule
17a-5(g), in making the periodic computations of aggregate indebtedness (or aggregate debits) and net capital
under Rule 17a-3(a)(11) and for determining compliance with the exemptive provisions of Rule 15¢3-3.
Because the Company does not carry securities accounts for customers or perform custodial functions relating
to customer securities, we did not review the practices and procedures followed by the Company in any of the
following;:

1) Making the quarterly securities examination, counts, verifications, and
comparisons

2) Recordation of differences required by Rule 17a-13

3) Complying with the requirements for prompt payment for securities under
Section 8 of Federal Reserve Regulation T of the Board of Govemors of the
Federal Reserve System.

The management of the Company is responsible for establishing and maintaining an internal control structure
and the practices and procedures referred to in the preceding paragraph. In fulfilling this responsibility,
estimates and judgments by management are required to assess the expected benefits and related costs of
controls and of the practices and procedures referred to in the preceding paragraph, and to assess whether
those practices and procedures can be expected to achieve the SEC’s above mentioned objectives. Two of the
objectives internal control and the practices and procedures are to provide management with reasonable but
not absolute assurance that assets for which the Company has responsibility are safeguarded against loss from
unauthorized use or disposition, and that transactions are executed in accordance with management’s
authorization and recorded properly to permit the preparation of financial statements in conformity of
generally accepted accounting principles. Rule 17a-5(g) lists additional objectives of the practices and
procedures listed in the preceding paragraph.

Because of inherent limitations of internal control or the practices and procedures referred to above, errors or
fraud may occur and not be detected. Also, projection of any evaluation of them to future periods is subject to
the risk that they may become inadequate because of changes in conditions or that the effectiveness of the
design or operation may deteriorate.

Our consideration of internal control would not necessarily disclose all matters in the internal control that
might be material weaknesses under the standards established by the American Institute of Certified Public
Accountants (AICPA). A material weakness is a condition which the design or operation of the specific



internal control components does not reduce to a relatively low level of risk that error or fraud in amounts that
would be material in relation to the financial statements being audited may occur and may not be detected
within a timely period by employees in the normal course of performing their assigned functions. However,
we noted no matters involving internal control, including internal control activities for safeguarding securities,
which we consider to be material weaknesses as defined above.

We understand the practices and procedures that accomplish the objectives referred to in the second paragraph
of this report are considered by the SEC to be adequate for its purpose in accordance with the Securities and
Exchange Act of 1934 and related regulations, and that practices and procedures that do not accomplish such
objectives, in all material respects, indicate a material inadequacy for such purposes. Based on this
understanding and on our study, we believe that the Company’s practices and procedures were adequate at
December 31, 2012 and 2011 to meet the SEC’s objectives.

This report is intended solely for the information and use of the Board of Director’s, management, the
Securities and Exchange Commission, the Financial Industry Regulatory Authority (FINRA), and other
regulatory agencies that rely on Rule 17a-5(g) under the Securities Exchange Act of 1934 in their regulation
of registered brokers and dealers, and is not intended to be and should not be used for any other purposes.
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De Joya Griffith, LLC
Henderson, Nevada
February 25, 2013

Corporate Headquarters:
De Joya Griffith, LLC
2580 Anthem Village Drive, Henderson, NV 89052 Phone: (702) 563-1600 Fax: (702) 920-8049



